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RECOMMENDATION
Since the aerospace industry is one of the State’s largest employers with significant growth potential, we must assure that it receives appropriate and effective advocacy and support.  Accordingly, we recommend that the industry receive representation within State Government commensurate with the energy and agriculture industries and that a single state agency, such as the Aeronautics Commission, have responsibility for the following objectives:

· To advise aerospace companies on new manufacturing techniques, processes, and technologies and to assist with implementation.  To coordinate and focus university research and expertise to solve problems or recommend strategies which will make Oklahoma’s aerospace industry more competitive.  To advocate and communicate with state training and education agencies concerning curriculum, training facilities and training equipment acquisition that support current and future aerospace employment.

· To coordinate the global marketing plan for the state aerospace industry.  To assist in attracting new aerospace industries and technologies and to assist in attracting a skilled workforce; to provide an improved public awareness of the aerospace industry in Oklahoma and to organize supplier events to allow aerospace companies improved visibility.

· To advise and assist aerospace companies with the federal government contracting policies, specifically on the availability of federal contracts and the rules and regulations that govern the award and performance of federal contracts.  To assist with grants and congressional set-asides for projects, research and technology acquisition.

· To establish and maintain a statewide inventory of assets available for aerospace companies and a communications network to disseminate this information to support the building of teams and partnerships for capturing new aerospace business for Oklahoma.

· To provide help and advocacy with state and federal governmental agencies and legislative representatives concerning problems, issues and infrastructure requirements which affect the ability of Oklahoma aerospace companies to effectively compete in a world market.  Of particular interest to aerospace are product liability and workers’ compensation costs.

The Challenges to the Oklahoma Aerospace Industry

The industry is changing and the competition is global.  Oklahoma companies must be able to adapt and compete.

The aerospace industry has always been recognized as cyclical, but the recent downturn is more that the normal business cycle.  The industry is truly changing and those who survive and thrive must be agile enough to change with the industry.  This represents a challenge and an opportunity.

Although all industry segments are present and have growth potential, the aerospace industry in Oklahoma depends largely on two areas:  

1. Maintenance, Repair and Overhaul (MRO) 

2. Manufacturing of parts and assemblies.

The competition is global.  Small and medium size Oklahoma companies are under pressure to cut cost, consolidate and compete with lower cost companies globally.

Companies such as American Airlines and Boeing are rationalizing their facilities and work force to be more competitive.  Loss of these companies would severely impact the Oklahoma economy.

The military is changing and looking for cost savings.  Our largest employer is the Air Logistics Center at Tinker Air Force Base.  That facility competes on cost and quality with other military centers and private industry.

There are challenges but there are also opportunities.  The large manufacturers such as Boeing, Lockheed Martin, Cessna and Raytheon are outsourcing work. Airlines are consolidating maintenance bases and out sourcing work. The military is outsourcing. Foreign manufacturers are looking for U.S. suppliers to save cost and find entry points into the U.S. market.  Global partnerships are developing every day.  

Why the recommendation is important?

The Oklahoma aerospace industry represents one of the most important economic engines and one of the few true industry clusters in the state.   If we wish to maintain this industry, we must support it.

According to the latest economic impact study done at the University of Oklahoma the industry produces $11.7 Billion in industrial output; $4.7 Billion in payroll; 143,000 jobs; and $137 Million in taxes.  It represents 10% of the industrial output and 10.3 % of state payroll.

Business clusters are either growing or dying.  To continue to grow an aerospace cluster it must be supported.  Numerous studies have shown that supporting a cluster involves three important elements: 

1. Education and Training 

2. Government 

3. Businesses cooperation  

These elements working together ensure the cluster maintains a competitive advantage in technology, work force, cost structure and the cooperative synergies of a similar businesses working and communicating in the same area. 

Attraction of future aerospace business and investment requires an environment in which the industry thrives.  Supporting the existing cluster provides that environment.

Our competitors in other states and in other nations are already providing highly focused support for aerospace clusters.

Who will take Action?

Oklahoma is providing significant support to the aerospace industry but that support is fragmented.  As a state with very limited resources, coordination, focus, and leveraging of our resources are essential.  The Aeronautics Commission should lead.

We recommend the following:

1. Designate The Aeronautics Commission to focus, coordinate and leverage all other existing state resources supporting aerospace, and provide the planning and resource center to grow new capabilities to support the cluster.

Additionally, to provide the education and business cooperation support elements we further recommend:

2. Transition the current Center for Aircraft and Support/Systems Infrastructure (CASI) to a solid foundation and long-term position as the statewide focal point for higher education to partner with industry, government, and career-tech.  Transfer state aegis for CASI from the State Regents to The Aeronautics Commission, with annual budget support from the Legislature.  
3. Establish a State Aerospace Alliance, and seed it with state resources to provide the business cooperation element of the cluster support structure.

4. Continue the current efforts of the Governor’s Aerospace Task Force to identify other recommendations to create a more competitive environment for Oklahoma aerospace companies.

This requires no new organization.  This recommendation formalizes relationships and establishes a structure to accomplish a mission.  The current mission of the Aeronautics Commission already recognizes these responsibilities.  CASI exists and provides an already established cooperative arrangement among higher education institutions.  The Aerospace Alliance of Tulsa exists and can provide the seed for growing a statewide association.  Few additional resources would be required.  

How action should it be taken

The Governor should direct that the Aeronautics Commission, in consultation with the appropriate Legislative committees and the Oklahoma State Regents, develop the plan, budget and legislation (if required) to establish this support for the aerospace cluster.
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